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C H A P T E R 37 
The Dual Impact of Leadership 
on Perfor'mance Appraisal 
· The key to improvfrig performance apprais-
als in organizations may be the leadership 
exchange processes that occur between man-
agers and subordinates. We suggest two ways 
in which this might unfold: (a) the direct 
relationships among leadership attention, 
tenure with supervisor, and actual perfor-
mance appraisal rating and (b) the cqnfigura-
tion of these three variables around the orga-
nization's structure in which differences 
between supervisory groups are highlighted. 
Our findings suggest that all three variables 
are significantly related. For leadership at-
tention and performance appraisal, an 
individual-level model best applies. A group 
model is implied for leaders~ip attention and 
tenure with supervisor, whereby entire super-
visory groups that have longer tenure with 
their supervisor also receive, on average, 
higher amounts of leadership attention. 
LEVELS ANALYSIS OF LEADERSHIP IMPACT 
A Levels-of-Analysis_ 
Perspective 
Steven E. Markham, William D. 
Murry, and K. Dow Scoff 
Both practitioners and researchers are 
very concerned with understanding and 
improving the performance appraisal pro-
cess in organizations (Dansereau & Mark-
·•.·. ham, 1987; Murphy & Cleveland, 1991). 
Inherent in most organizational compensa-
tion systems is the need for a reliable 
method of appraising an individual's per-
formance; ·· Generally, this •·occurs in the 
form of a supervisor;s periodic evaluation 
of each employee's work habits, behaviors, 
or results. Most of the early research on 
. performance appraisal focused on prob- ·· 
lems of measurement, with little conCep-
tualization from a social-psychological 
framework (Murphy & Cleveland, 1991). 
However, .the underlying assumption, of 
·this paper is that the key to understanding 
performance evaluations lies with the su-
pervisor who gives the actual appraisal 
rather than with the format of the rating 
instruments (cf.· Hills, 1979, 1987). 
Leadership Impact 
We are interested in the direct impact 
of three variables: leadership attention re-
ceived by the subordinate, the perfor-
mance appraisal rating given by the supe-
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rior, and the amount of time that a 
subordinate has reported to his or her su-
perior. We use the term direct impact to 
refer to the possible existence of a rela-
tionship between variables without con-
sidering how these variables might be 
configured around the organization's 
structure. These variables conceptually fit 
into a social-psychological framework of 
exchange between supervisor and subor-
dinate as outlined by Murphy and Cleve-
land (1991). They suggest that exchanges 
between leaders and their group members 
affect the leaders' goals in administering 
the appraisal as well as the manner in 
which leaders treat their subordinates 
during the appraisal process. The impor-
tance of leader-member relations to the 
performance appraisal process has been 
echoed in similar research on perceptual 
congruence in two studies by Wexley and 
Pulakos (1983) and Pulakos and Wexley 
(1983). From the vantage of both superi-
or's ratings of subordinate performance 
and subordinate's ratings of superior's 
performance, they found that perceptual 
similarity had a significant effect on the 
ratings given by either party. They con-
cluded in these studies that performance 
appraisal research has neglected the na-
ture of leader-member relationships. 
Thus, rather than being viewed solely as a 
function of subordinate performance, per-
formance appraisal may be regarded as 
part of a larger nomological network that 
includes leadership constructs in address-
ing our underlying concern: Can we find 
evidence linking leadership and perfor-
mance appraisal processes? 
To the extent that leadership processes 
and performance appraisal ratings to-
gether might reflect an underlying social 
exchange process, we expect the per-
ceived amount of received leadership at-
tention, as reported by the subordinate, 
will be significantly related to the perfor-
mance appraisal rating assigned by the 
superior. Given the realities of dealing 
with different subordinates, we suspect 
that this leader-member exchange does 
not unfold equally for all subordinates. 
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The nature of leadership attention, as 
defined by Dansereau, Alutto, and Yam-
marino (1984), focuses on giving interper-
sonal consideration as a form of return on 
the investments made by the subordinate 
who, in tum, engages in mutually satisfy-
ing work. Thus, a new member of a super-
visory group would require some time in 
his or her role to prove that the superior 
should invest in such a relationship. This 
is not to say that the new recruit will not 
be given direction and guidance; rather, 
the role-making phase of the relationship 
needs to be established before a full ex-
change relationship can take place. 
Dansereau, Graen, and Haga (1975) ex-
amined the longitudinal unfolding of this 
exchange process. They found that, in 
fact, a period of time is required for new 
superior-subordinate relationships to be-
come clear and for an exchange relation-
ship to fully develop. Thus, we expect 
that the amount of time (or tenure) the 
subordinate has served with the same su-
pervisor will be related to both the 
amount of leadership attention he or she 
reports and the performance appraisal rat-
ings he or she receives. 
The Configurational 
Impact of Leadership 
Configurational impact refers to the 
effect of the organizational structure on 
any of the relationships between the vari-
ables described. This configurational is-
sue is inherent within the leadership-
performance appraisal domain regardless 
of which specific variables are selected. 
Indeed, Graen and Schiemann (1978) in-
dicate that an understanding of leader-
member exchanges is intimately tied to a 
level of analysis problem. In other words, 
should individuals, dyads, supervisory 
work groups, or some larger collectivity 
be studied as the unit of analysis around 
which a set of variables are configured? 
We can extend this issue by asking if the 
leadership-performance appraisal rela-
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tionship reflects a process of differentia-
tion whereby superiors recognize relative 
differences within the group or if they 
stress the "sameness" of the group by 
downplaying differences within the 
group, thereby treating all members ho-
mogeneously. This is the configuration is-
sue in performance appraisal (see Danse-
reau & Markham, 1987). 
Dansereau, Alutto, and Yammarino 
(1984) and Dansereau and Markham 
(1987) illustrated four ways in which the 
variables might be configured with re-
spect to a single level of analysis built 
around the work group. First, entire su-
pervisory units can be characterized by (a) 
similar average levels of leadership atten-
tion and performance ratings and (b) a 
significant correlation among these unit 
scores. This is termed a between-unit 
model because it focuses on differences 
between groups, thereby implying simi-
larity inside units. In the leadership re-
search literature, it has also been called 
the Average Leadership Style (ALS) (Dan-
sereau et al., 1975) because it uses aver-
aged reports about one supervisor from 
many subordinates. For one organization, 
Markham (1988) found that differences 
between supervisory groups were crucial 
to understanding the pay-for-performance 
system whereby pay and performance rat-
ings were significantly correlated at the 
supervisory unit level but not at the indi-
vidual level. 
Second, supervisory units can be char-
acterized by (a) high variability within 
groups on both variables and (b) a signi-
ficant correlation based on this source of 
variation, such that a subordinate who is 
high on leadership attention compared to 
the group's average is also given a rela-
tively high performance rating. This is 
called a within-group configuration. At 
times, this configuration has been associ-
ated with the Leader-Member Exchange 
model (LMX} (Dansereau et al., 1984). 
(See Markham, Dansereau, Alutto, & Du-
mas, 1983, for an example of this effect in 
the leadership area.) 
Third, it may well be that variables de-
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scribing the leadership exchange process 
are independent of supervisory groups. In 
other words, there may be important vari-
ance and covariance between and within 
units. In such a case, it would be faulty 
logic to state that both models mentioned 
are operating. Since they are mutually ex-
clusive, it is more parsimonious to sug-
gest that because the imposition of super-
visory units as statistical cells does not 
help in understanding the configuration 
of the data, another level of analysis 
might be more powerful. Thus, this type 
of equivocal model might best be inter-
preted as a function of individual 
differences that could arise from the dy-
adic level of analysis in which high- and 
low-rated dyads are evenly scattered 
across supervisory groups. 
A fourth and final model corresponds 
to the traditional null model. In this 
model, no statement can be made about 
configuration because no relationships 
can be found among the variables. 
We do not imply that all leadership-
performance appraisal processes are con-
figured the same way and at the same 
level of analysis. Rather, different leader-
ship processes may unfold at different lev-
els of analysis, as noted by Schriesheim 
(1980). 
It makes little sense to see these approaches 
[average leadership style (ALS) and leader-
member exchange (LMX)] .. . as mutually 
exclusive. It makes much more sense to 
study individual and group-directed leader-
ship in combination and within a particular 
group context (p. 192). 
While Graen, Liden, and Hoel (1982} 
found the LMX to be a better configura-
tion than the more traditional ALS ap-
proach, Dansereau, Alutto, Markham, 
and Dumas (1982) found that these 
models, although distinct in terms of 
different variables, can operate on a si-
multaneous basis. 
The empirical question, according to 
Dansereau et al. (1982), is whether a spe-
cifically identified nomological network 
of variables is more compatible with the 
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ALS model or with the LMX model. This 
study, therefore, tests the relationships 
among leadership attention, tenure with 
supervisor, and performance rating at 
both the individual level of analysis and 
at the supervisory-group level of 
analysis. 
Methods 
The research site for this study was a 
large transit authority located in the 
United States. This authority had over 
5,000 employees; about 1,000 partici-
pated in the transit system's merit pay 
plan. Performance appraisal ratings and 
supervisory-group membership informa-
tion were collected from the archival re-
cords of approximately 1,000 employees 
who participated in the plan. In conjunc-
tion with the collection of the archival 
data, approximately 800 employees com-
pleted a questionnaire designed to tap 
their attitudes toward the pay-for-
performance system. Because employees 
were asked to identify themselves on the 
questionnaires in order to match their re-
sponses with archival records, confiden-
tiality of information was stressed. 
Subjects 
Of the 1,000 employees on whom ar-
chival data were collected, approximately 
455 provided identification numbers 
which could be matched with archival re-
cords in order to compile supervisory 
groups. These employees were embedded 
within 191 supervisory units. The age of 
the respondents ranged from 26 to 67 
years, with an average of 44 .25 years. Re-
spondents had an average length of ser-
vice of 12.6 years, with a range of 1 to 44 
years. Of the respondents, 78% were male 
and 22 % were female. 
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Measures 
Leader-member exchange. The 
quality of the exchange between superior 
and subordinate was measured using a 
shortened version of the subordinate self-
report scale previously used by Dansereau 
et al. (1984). The full scale has 11 items 
with a coefficient alpha (Cronbach, 1951) 
score of . 92, while the shortened scale has 
4 items with a satisfactory coefficient al-
pha of .88. The mean for this scale was 
4.34, with a standard deviation of 1.38 
and a range of responses from 1 to 6. It 
contained items such as "Assurance by my 
superior that he has confidence in my in-
tegrity, motivation, and ability." 
Tenure with supervisor. Because 
previous research (Dansereau et al., 1975) 
suggests that the first year or two is criti-
cal in developing leader-member ex-
changes, we assigned subordinates to one 
of three categories. If subordinates had 
been with their supervisor 1 year or less, 
they were assigned a "1." About 43 % of 
the respondents were in this category. If 
subordinates had been with their supervi-
sor 1 to 2 years, they were assigned a "2." 
This category contained 28% of the re-
spondents. If subordinates had been with 
their supervisor 3 or more years, they 
were assigned a "3." This category con-
tained 29% of the respondents. The aver-
age for this variable was 1.86, with a stan-
dard deviation of .84. 
Performance appraisal. The perfor-
mance appraisal evaluation was an elabo-
rate document comprised of separate su-
pervisory ratings of the employee on work 
habits, Lask behaviors, and results. The 
supervisor was required to combine all of 
this information into an overall judgment 
of performance which was then used in 
conjunction with guide charts for the de-
termination of individual pay increases. 
The actual performance appraisal rating 
was formally reviewed by upper manage-
ment. For this study, the overall evalua-
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tion was used as the measure of perfor-
mance level. The scaling, which was 
converted to a numeric system by assign-
ing values of 1 through 5 to the perfor-
mance levels, corresponded to "unsatis-
factory," "needs improvement," 
"competent," "superior," and "outstand-
ing," respectively. Overall mean score for 
the respondents was 3.65, with a standard 
deviation of 0.66 and a range from 2 to 5. 
Data analysis procedure. Within 
and between analysis (WABA), derived 
from Dansereau et al. (1984) and utilized 
by Markham (1988) and Markham and 
McKee (1991) , was the statistical tech-
nique employed for this study. This 
inferential/statistical method simultane-
ously examines sources of variation and 
covariation within and between supervi-
sory units. This technique has been fur-
ther utilized in drawing inferences within 
the leadership area by Dansereau et al. 
(1982) and Markham et al. (1983). 
The logic behind WABA requires the 
explicit linking of a supervisory group 
with statistical cells in an ANOVA sense. 
To strongly infer an ideal entire group 
effect, we must demonstrate that (a) there 
are significant differences between groups 
on both variables, (b) the weighted unit 
averages of leadership attention correlate 
with the average unit scores on the perfor-
mance appraisal rating, (c) the within-
unit (or partial) correlations of the same 
variables are not significant, and (d) there 
is a significant difference between the cor-
relation based on the unit averages (de-
rived from between-unit differences) and 
the correlation based on within-unit 
differences (derived from individual devi-
ation scores after between~unit differences 
were held constant). 
In order to infer that a within-unit con-
figuration exists, we must find that the 
within-unit correlation is significantly 
larger than zero and larger than the cor-
responding correlation based on weighted 
unit averages. An equivocal condition ex-
ists when both correlations are significant 
but not different from each other. A null 
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condition exists when neither correlation 
is significant. For a complete explanation 
of this technique, see Dansereau et al. 
(1984). 
Results 
The results of aligning the supervisory 
units as statistical cells showed signi-
ficant differences for leadership attention 
(F = 1.33; df = 190, 383; R2 = .57, p< 
.05) and for performance rating (F = 1.25; 
df = 190, 383; R2 = .55, p < .05). These 
initial results supported the notion of 
differences between groups. However, 
these differences might not covary. As 
shown in Figure 1, leadership attention 
was significantly related to the perfor-
mance appraisal measure using the total 
correlation (r1 = .26, p < .01) based on an 
N of 383 individuals. Notice also in Fig-
ure 1 that the correlation based on group 
averages was significant (rb = .25, p < .01 
with J = 191 supervisory units), as was 
the within-unit correlation (rw = .26, p < 
.01). It is tempting to infer that a clear, 
group-based effect had been identified. 
However, this inference cannot be made 
because of the significant within-unit cor-
relation, which shows that individuals 
who reported high levels of leadership at-
tention when compared to the group's av-
erage also received high performance ap-
praisals. Thus, the most parsimonious 
interpretation of these data according to 
Dansereau et al. (1984) would be that the 
imposition of supervisory groups as sta-
tistical cells does not aid our understand-
ing of the data. It appears that some ver-
sion of an individual level of analysis best 
models the configuration of these data. 
This version could include either a dyadic 
model or a full individual model, both of 
which are lower levels of analysis than 
the supervisory work group. This equivo-
cal condition can be interpreted by Danse-
reau et al. (1984) as an indication of the 
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Figure 1 The configuration correlations for leadership attention, tenure with supervisor, and perfor-
mance appraisal rating. 
the dyad, should be investigated to obtain 
a clear configuration effect. 
The inference regarding the relation-
ship of leadership attention and tenure 
with supervisor is different from the pre-
ceding inference. In this case, as they did 
with leadership attention, the results of 
aligning the supervisory units as statisti-
cal cells also showed significant 
differences for tenure with supervisor (F 
= 1.92; df = 190, 383; R2 = .64, p< .01). 
Figure 1 shows that the correlation based 
on group averages was significant (rb = 
.15, p < .05 with ] = 191 supervisory 
units). However, the within-unit correla-
tion was not significant (rw = .02, n.s.). 
We infer a weak between-unit condition 
in which groups that have, on average, a 
longer tenure with their supervisor also 
receive, on average, more attention. (This 
is a weak inference because the difference 
between rb and rw was marginal, using a Z 
test [Z = 1. 26] to compare significant 
differences between the two correlations.) 
The inference regarding the relationship 
of performance appraisal and tenure with 
supervisor also appears equivocal. This is 
reflected in the previously mentioned un-
ivariate 'F' test for significant differences 
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between units on these variables. Note in 
Figure 1 that the correlation based on 
group averages was also significant (rb = 
.29, p < .01 with ] = 191 supervisory 
units) , as was the within-unit correlation 
(rw = .19, p< .01). Thus, the individual 
correlation of r, = .25, p<.01, represent-
ing the individual level of analysis, 
seemed the most parsimonious. 
Post-hoc analysis. In order to shed 
more light on this network of variables, we 
investigated the possibility that the tenure 
variable might serve as a potential bound-
ary condition. We identified three catego-
ries into which entire supervisory groups 
were placed: (a) those in which most of the 
members had been with their supervisor 1 
year, (b) those who had been with their 
supervisor 2 years, and (c) those who had 
been with their supervisor 3 or more years. 
We then ran a one-way ANOVA on leader-
ship attention and performance appraisal. 
The results are presented in Figure 2. 
There was a significant difference in 
leadership attention received by subordi-
nates across the three levels of time with 
supervisor (F = 3. 71; df = 2, 383; p < .03). 
A Duncan's test (Miller, 1981) isolated this 
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Figure 2 One-way ANOVA of time with supervisor on performance appraisal and leadership atten-
tion. 
effect to the most senior level. In other 
words, there was no detectable difference 
between the first-year subordinate's (x = 
4.35) and second-year subordinate's (x = 
4.38) reported levels of leadership atten-
tion. However, if the individuals in a 
group had remained with their supervisor 
3 years or more, they received significantly 
higher levels of leadership attention (x = 
4. 71). Exactly the same pattern was found 
for the performance appraisal measure 
(overall F = 8. 72; df = 2, 383; p < .0002). 
Subordinates in first-year supervisory 
groups (x = 3.52) and second-year super-
visory groups (x = 3.61) had significantly 
lower performance appraisal ratings than 
did the third-year groups (x = 3.83). The 
difference between the first year and sec-
ond year was nonsignificant. 
Discussion 
We can affirm the research question 
posed at the beginning of this paper: There 
appears to be evidence of the dual impact 
of leadership on performance appraisals, 
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despite the rather low magnitude of the bi-
variate correlations. Although research 
with a nomological network of variables 
using multiple regression could increase 
the amount of explained variance, vari-
ables must be used that operate at the same 
level of analysis (Dansereau et al., 1984). 
The empirical results of this study pro-
vide evidence for two important themes. 
First, there is support for the basic notions 
from Murphy and Cleveland (1991) that 
leadership can have an impact upon per-
formance ratings, a process which can be 
understood within the social-psycholo-
gical framework of exchange theory. 
Second, from an organizational-
configuration perspective, the evidence 
suggests at least two different types of pro-
cesses. In the "entire group" process, entire 
supervisory groups are characterized by 
their average tenure with their supervisor 
which is, in turn, correlated with the 
group's average amount of leadership at-
tention. In the "individualized" process, 
supervisors appear to provide leadership 
attention to subordinates independently of 
their membership in the groups. In other 
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words, the amount of leadership attention 
is a function of the individual employee's 
relationship with the subordinate, inde-
pendent of membership in the work unit. 
At the same time, individuals with longer 
tenure with their supervisor also receive 
higher performance-appraisal scores. Sur-
prisingly, the relationship between tenure 
and leadership attention appears to operate 
at a different level of analysis. 
In conjunction with Markham's (1988) 
group-level findings, the identification of 
between-group phenomena for some of 
these variables invites speculation about 
the underlying leadership dynamics in or-
ganizations. For example, it may well be 
that supervisors engage in an exchange 
process with subordinates and that perfor-
mance appraisal ratings are really a surro-
gate indicator of a superior's satisfaction 
with this relationship (Dansereau et al., 
1984; Graen, Dansereau, Minami, & 
Cashman, 1973). 
This model presupposes that the super-
visor is in that role first and in some man-
ner helps select or even recruit the subordi-
nate. What happens when a new 
supervisor, through succession, inherits an 
entire group of incumbents? In such a 
case, the supervisor might deal with in-
cumbents as an entire group to keep the 
group intact. It is conceivable that this pro-
cess continues throughout the life of the 
group, even as new members are social-
ized into the group. Thus, it is possible 
that two different processes operate in ma-
ture groups. 
While this exchange seems to be 
reflected in the performance appraisal 
scores, this process might unfold at the dy-
adic level. A study using matched 
superior-subordinate reports would be 
needed to determine if the dyadic level of 
analysis would best model the data. 
Given the dearth of studies that have in-
vestigated the relationship between leader-
ship and performance appraisal, these 
results are encouraging as a step into fu-
ture studies of configuration. From an ap-
plied perspective, they also suggest (a) the 
use of the superior-subordinate dyad as a 
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lever to make organizational improve-
ments in performance and (b) the need to 
consider explicitly what types of con-
figurations might result in maximum or-
ganizational-level performance. As organi-
zations face dwindling capital resources in 
the 1990s, they must turn to their human 
capital for long-term increases in perfor-
mance. The configuration of the leadership 
exchange process may well hold the key to 
understanding this effect. 
In summary, this research has contin-
ued the effort to determine not only the key 
variables that comprise the nomological 
network linking leadership behaviors with 
performance ratings, but also the ways 
variables are configured around the struc-
ture of an organization. 
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